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TDPUD TELECOMMUNICATIONS BUSINESS PLAN

1.0 INTRODUCTION

Telecommunications and technology advances are transforming the world into a global
information-based economy. Federal legislation to deregulate the telecommunications
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The Telecommunications Act of 1996 encourages electric utilifes such as the Truckae-
Donner Public Utility District (TDPUD) to provide telecommunications services in their-

local communities.

Institutions, from municpal governments to local school boards, are attempting to
harness. the 'beneﬁ(s affordgd by advancing telecommunications technology, while
struggling with complex sodial and economic challenges that accompany rapid change.
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A passive, low prorle, wait and seg attitude towards deplovment of advanced technology
has attendant risks in its own right. as evidenced by the impact of technolog‘ical advancas
in the transportation indusiy of previous generatons:
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Once booming communities became ghost towns as they were bypassed by newiy

consgucted raii-oad svsems.
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Many of America’s greatest cities languished for decades as suburban exprassways and
commuter rail lines ushered an unprecedented exodus from the urban core, sapping
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their enerzy and vitality.
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As such. the sconomic and sodial progzess of th: Truckee community is intertwined with
technological change. An information superhighway, now comprised of fiber optics and
broadband telecommunications services, promisas to reshape American communities onca
again. Connectvity and Wansmission quality will increasingly differentiate smar
communities and serve as a magnet in attracting upscale businesspersons and professionals.
Conversely, ccmmunities that are not prepared to respond to the challenges posed by the
information superhighway risk economies that underachieve, in the extreme, becoming

electronic ghost icuns.

More nemas and businesses in the TDPUD's service area are routinelv using the Internet.
Truckee's increzsingly affluent residential customers will requir; greater access to
advancad commurnications technologies and seamless interconnection to the outside world.
For example, &izcommuting technologies enable people to work at home more effectively,
and are changing the way homes are being designed. |



Telecommuting-oriented services can accommodate virtual business office
environments, complete with high-speed data, videoteleconierencing, high-resolution

T

graphics, and high-fidelity sound.
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Telecommuting from Truckee-Donner can enhance the qualitv-of-life of its residents
without a compromuse of business effectiveness and productivity.

Robust economic development of year-round resort communitws such as Truckee may
hinge on the telecommuting phenomenon, whereby Bay Arez executives could
maintain virtual offices or bases of operation in an extended vacation retreat.

Y

However, Truckee’s small serving area may nct be sufficient to attract private enterprise to
deploy an advanced fiber optic telecommunicadon, infrastructure, which would be
particularly well suited to this application. ' :

TE= TDPUD TELECOMMUNICATIONS INTTIATIVE

TDPUD sea=ks to usher in a new era of inceased telecommunications services ir the
interests of its consttuendies in the Truckee Donner area, affording increased choice and
expanded business and educational opportunities through telecommunications, while
stengthening its mtemal operations through deployment of a fiber optic network

The TDPUD believes that it is uniquely pcsitioned to be a facilitator of change within
the Truckee Donner community - and intends to build upon its 73-year tradition and
reputation as a provider of reliable, high quality electric and water service.

N
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TDPUD anticipates that its outstanding recutation in the community will enable it to
cmisr the telecommunicadons servics arenz with immediate brand recognition and a
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high level of community acceptance.
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Fulfillment of the TDPUD’s increasing need fcr more sophisticated electric utility billing,
metering, and customer services to meet the challengss of the deregulated electric indusay
is intertwined with the availability of a mcdern telecommunication transport svstem,
encompassing high speed data communicatiors, the Internet, e-commerce, and automated
meter reading. In this context, the TDPUD has explored the prospects for deploying an

advanced telecomununications network throughout its servis> arzz fcr the pusposes of:

>- Improving the quality of telecommunication servicas on behalf of its constituents and,
in pardcular, increasing accessibility to the information superhighway throughout the
Truckee-Donner serving area.

Managing TDPUD's internal operations more efficiently, delivering more competitive
services to murnicipal constituents in an area of increasing deregulaton. The TDPUD
Board of Directors, at its 1998 Scrat:wc Plamuno session, embraced the goal of building

\I
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a fiber optic infrastructure, with an initz] ‘ccus on improving utility efficiency through
automated meter reading, load controi, suZstation and pump management, ouiage

detection and more.

Controlling a strategic resource as a potentz: source of addifonal revenues that would
offset the costs of TDPUD's internal telsccmmunications costs and electric and water

utlity operations.

\Y

In addition, telecommunications services, while oroviding enhanced value to the Truckee-
Donner consttuents, is a means cf further dizzrenfating the TDPUD ifrom other service
providers, and assuring the viability of the TDPT

> Telecommunications networking provides 2 means of furthering reo-;onal coopera_on
and providing more efficient services by werking g jointly. :

2.0 BUSINESS CASE OVERVIEW

The TDPUD plans to establish 2 fber cptc bazkbons netwvork that will provide a hichly
reliable broadband telecommunicatons facilit- to meet its internal re:;uir_ements. HTh:e
planned fiber route, as shown in Figure 1, felicws a pathway of preexistng electric utlity
poles, which vrovides an ec~momic mears of establishing the required network
infrastructure. Tne Eber backbore, aporoca:i:' 35 miles in length, essanaaﬂx, girdles the
residential areas of the Township and traverses he length of Donner Pass Road.

Installation of the fiber optic backbone presants an opportunity to accommodate the
requirements cf other puolic, educztonal, anc government (PEG) agencies as well. The
telecommunications network can bc farsher leveraged to provide commercial
telecommunicadons servicss to the TDPLD's —gsﬁng.residentiai and business custcrmer
base within the Disizict. Telecommunica®ons serw’ces could -also te made available to
prospective telecommunications customers in e surrounding region.

This Business Case evaluates TDPUD telecom=unications business sirategies and options,
and, based on in-depth analysis, recommends z course of acHon for the TDPL’D that will
achieve effective utilization of TDPUD's viz! telecommunicatons network resousce.

Objectives are to:

> Provide a prioritized development plan tha: stablisbes realistic short term goals while
laying a foundation to pursue attractvz markat opportunities in the future

> Assess the impact of current and future szvice requirements on fiber optic backtone
infrasiructurse consTucton
> Provide the District with the infermation needed to optimize fiber optic backtone

deployment

(9%



> Evaluate potential telecommunications business opportunities that would generate
revenues to offset the costs of intermal TDPUD Electric and Water Department
telecommunications upgrades and general operations .

Assess the financing requirements and mechanisms to proceed with project
implementation if the telecommunications initative proves to be viable

Y

Determine the merits of prospective partnership agreements with telecommunications -
and Internet service providers for the purpcse of sharing capital investments and

\Y%

operatng costs

Determine the value of the TDPUD’s fiber optic backbone route as a basis for
establishing business relationships and evaluating business opportunities.

v

3.0 NETWORK MODEL HIERARCHY

Network models were prepared for each level of the following telecommunications service

hierarchy:
> A core network to meet the Electric and Water Department’s internal requirements
> Anextension of the core network to accommodate the needs of other PEG agendies -

An expansicn of the cora nebwork to a high capacity fiber backbone route,! and lease of

>
available fiber capacity (or dark fiber) to telacommunications carriers and possibiy
large businesses

> Egquipping network facilities and enhancing network capabilities for sale of high-speed
commerdal telecommunications services (3 to 3 MHz and possibly 100 MHz
bandwidth channels) to business customers

> A hybrid fiber/coax infrastructure capable of supporting Internet, CATV, Intermet, and

z.:2rnative forms of telephone service to residential communities.

Business models incorporating elements of the network models were developed to
evaluate the opportunities for lease of dark fiber; provisioning of high-speed transport
services; and Internet, CATV, and telephone service capabilities, The financial viazility of
each service was assessed from a vantagepoint of cash flows and contributions to offset
TDPUD'’s telecomumunications and operations costs.

' Each major section of the fiber backbone is sized in accordance with varying telecommurications
trarfic reguirements. ‘
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Analysis of services was performe< on an incremental basis to facilitate the service-
evaluation process. Potental servicz revenues (or in some cases revenue requiraments),?
expenses, and capital expenditures were determined at 2ach level of the network hierarchy
which was a staging point for the next level of the hierarchy. By these mezns, incremental
revenues for a particular service could be dirsctly asscciated with incremental investments.

The TDPUD's core network was the starting oint, which was expanded to accommodate
each successive set of service requirements.

Capital investments and revenues for the network hierarchy are shown in Exhibit 1 on the
following page. The first row is the requirement for accommodation of TDPUD's internal
telecommunications needs. The subsequent rows indicate the revenue opportunity at each
service level and the associated capital investment (for telecommunications infrastructure,
firar. and electronics). The ratio of (tenth-vear) annual revenues to total investment

produces a gauge of bang-for-the-buck associated with each service category.
4.0 KEY FINDINGS AND DATA

The following is a summary of kev findings and data with regard to incremental buildup
of system capacity and costs:

INFRASTRUCTURE
Thec o prepare a 33-mile backSone route infrastructure necassary for interconnecting
E’.-:-' ic Ce artment and Water De’*ar‘-ner facilides — exc'uamcr the fiber optic cable — is

emstmg nght—of—way to accommcw;t: fmer ordc cacie aleng wnh mstallauon of new
poles in limited sections to provide nefwork cormectivitr. The use of exis‘dng eleciric utlity
poles results in substantial savings >y comparisen (o new consmucton. The intrinsic value
of this infrastructure should be raflected in sucturing partmmership agreements with
tzlecommunications service providers.

CoRE TDPUD FIBER NETWORK

An advanced broadband system is essenfal for accommodating diverse
telecommunications requirements, ranging from basic voice through broadband imaging.
Fiber is the technology of choice for delivery of broadband servicas.

* Revenue requirements are the revenues necessary to cover annual axpenses and an objective return

on investment. This approach is applie< (n Lieu of revanue esGmates that are based on assessment of
market demand.



Fiber is a robust technology, with infrastructure having a useful lifeime of twenty
years or more. The risk of stranded invesiment in Sber infrasoucture as a result of
technological obsolescence is low.

\I

Fiber has virtually urnlimited capacity. With suitable electronics fiber can transport
gigabits of data on a single pair of fiver strand. Electronics wiil contnue to evolve and

improve fiber transport capabilities.

\Y

Fiber has excellent transmission quality, and relatively few repeaters are required to
boost the signal. Reliability is enhanced through the use of a fiber ring architecture,
which enables the signal to be transmiitted in two directons simultaneously,
maintaining connectivity in the event of a fiber cut.

\%

A fber optic route is required as part of a wide area network to accommodate the
TDPUD’s internal comumunications and a modern Supervisorv Control and Data
Acquisiion (SCADA) system. Basic requirements of the TDPUD can be met with a
minimume-sized sheath of from 2&strands to {S-strands of fiter z. an installed cost of
S237,000. The capital expenditures :2r both infrastructure and fiber, including engineering
and design costs, is 5910,000. The addidonal cost of SCADA telecommunications netwerk
electronics to serve the eleciric utility substations, vater utility pumping stations and other
TDPUD facilities is 5798,000, for a ttal capital investment of 51,708,000. N

Benefits of the core fiter network are cerived from both reduced costs to the TDPUD and
increased productivity of the TDPUD cperatiors. This reflects the combined impact of a
reduction in telecommunications bills, an incrzase in productvity (doing the same jcb
more effidently), and improved rpedformance (providing expanded servicss and
capabilities). A telecommunications network would facilitate the integration of office and
operadons centers. Increzsed flexdility in the location of faciliies and the potendal for
District-wide coordination of functens could be achieved. Applications include:

> Operations support for engineering and planning, purchasing, meter servicing, field
craw scheduling and administration, customer services, etc.

> Database management for .material storage, vehicle parking and maintenance,
warehousing, transformer and meter shops, etc.
> Wireless network interfaces to gather data from automated meter reading (AMR)

_ devices, for both eleciric and water svstems, as thev become cperational

ﬁte estunatgd dollar. value of ccs't rzducdor and productivity/ performance enhancements
is conservatively estimated to be in excess of $100,000 annually, including vearly saving of

1 : s v c, - “ T - I
S<0,000 in ENergy coss alor.xe, deriv ed:f‘om managing water storage pumping schedules
through an integrated electric/ waszr utlity SCaD A system.



INCREMENTAL COSTS OF A DOWNTOWN-AREA PEG NETWORK

Other public, education, and government institutions can be accommodated on the core
fiber backbone at no additional cost for fiber and infrastucture. However, route
extensions and electronics deployed at PEG sites would be needed to interconnect the
fadlides to the backbore. PEG-related costs would be bome by each organizaton, as

follows:

> Reimbursement of Capital Expenditures - It is presumed that the District would procure
and install electronics on behalf of the PEG network user, The PEG entitv, in turn,
would reimburse the District for capital expenditures associated with dedicated, site-
specific electronics, or network nodes (the largest construction program expenditure).
This could be a cne-time capital payment, or an annual annuity, to offset the TDOPUD's
cost of constructon. By war- ~f avample, tha Schee! Dizkize zald ba responsibie for w.e
collective costs of network nodes required by individual school svstems.

Shared Annual Expenses - Annual expenses, including operations and depreciation (for
common network plant and electronics), would be allocated to FEG usars based on the
percentage of network nodes in service. Benefits derived from telecommunications

v

services are assumed to be in proporton to the number of achve nodes. Allocaton
factors would reflect the distritution of nodes as the PSG network exransion

progresses. Much of the electronics associated with commen cenzal office eguipment
could also be sharsd, and capital expenditures allocated in similar fashion.

[ncremental expenses associated with the PEG component of an integrated TDPUD/PEG
network would be substantially less than for tve or more stand-zlone networks. Allccated
costs that would also cover a proportionatz shars of PEG-related network overagens and
adminiszation, and would enable these instStutions to realize substantal savings. As
capiral expenditures and expenses are flowe.I-thou $'1, they have not been incorporatsc in the

current financial analysis. 3

identified. Thus would entail reaffirming the interest and degree of commitment on the part of PEG agencies,
suchvas the educatioral insttutions, and the hespital. and their willingness to contribute capita! costs and share
annual expenses. The construction budget and priorities for netvork deplovmert would te upcated in view of
rasponses racaived, and the baseiine scenario refined accordingly. .\rle:han-isms for funding the PEC’s share of
construction coss wouid be established, and estimuates for nepvork procurement and insizilaticn activities

modified accordingiy.



HIGH SPEED TRANSPORT SERVICES

The Town of Truckee does not have a core of large businesses that would likely justfy
provisioning of business-oriented services as a stand-alone operation. Rather, sale of
broadband services (3 to 5 MHz and possibly 100 MHz pipes) to businesses in the
Downtown Truckee area (along Donner Pass Read) is positioned as an economic development
resource that would provide existing businesses with access to leading-edge broadband
technology at deeply-discounted, affordable crces. Nadicated fiber rings to serve the -
business community and associated electronics could be installed and maintained by
TDPUD in conjunction with the internal TDPLD network and PEG operations. Revenues
would reflect a fixed monthly charge assodated with allocation of fixed network costs, and
a usage sensitive charge for use of high-speed data, Internet, and alternate access services.
An incremental investment of approximately 328,000 is estimated to establish fetwork
accommodation of the business community, which would generate

nodes for
corresponding revenues of approximately 5133,200 annually.

BACKBONE ROUTE EXPANSICON

Lease of dark fiber is a potentially atiractw2 business and has the lowest level of
operational complexdty of any servics under consideration. The fiber route can be
significantly expanded in czoss sections ranging Tom 24/ 13 fkers to cross-3ecions ranging
from 48/144 fibers at a cost of 8338,000. This czracity would be adequate for leasing fiber
to a CATV service provider, Competitive Local Exchange Carrier (CLEC), or competitive
access providers (CAPs) for their commerdial service applications. The expanded capacity
is achieved for a capital expenditure of approxizately 59,700 per route-mile, in contrast to
a cost of 526,700 per route-mile for deployment i1 a new fiber routs of equivalent capacity.
The upside potendal for revenue generaton—is well as preservation of future service
opportunities—substantally outwsaighs the risk of underutilized fiber capacity. Necessary
arrangements for network connectivity would rzve to be made to accomumodate customer
requirements (e.g., to PacBell centzal offices anc leng distance carrier points-of-presence).
The total capital investment for an expanded rstwork, which would also accommodate
TDPUD, PEG, and business requirsments, would te 52,376,000

PENDING AGREEMENT

A proposed agreement with Truckee's incumbent CATV service provider for indefeasible
right-to-use 48 fibers over a period of 15 years at a price of 560,000 per vear is under
consideration. The income stram would have a zresent value of approximately $160,000 in
excess of the TDPUD's incrementai costs, aiso tzking into account the annual maintenance
fees incurred by TDPUD. However, the carzier would realize savings of over $430,000 in
contrast to constructon of a new route utlizing TDPUD's existing poles and similar (self-
supporting fiber) construction techniques. Morzover, duplicative fiber facilities would be



required by the CATV service provider., which would utlize scarce utilies pole capacity,
denying its use for other telecom and electric udlitv requirements in the future.+ Revenue
estimates of 570,000 per year are assumed, apart from reaching an accord with the CATV

service provider.
HIGH SPEED INTERNET AND CATV SERVICE

Delivery of high-speed Internet (10MHz to 100 MHMz) and CATV services (730 MHz)
requires construction of a hybrid fiter/coax (HFC) network or an equivalent high speed
advanced technology network arrangement. In an HFC environment, coaxial cable runs of
2,000 feet or longer fan out from the fiber node to distribute the broadband to residences
throughout the network serving area. Initial capital investment necessarv to make
broadband Internet and CATV service universally available (meéasured in terms of percent
of homes passed) to the arez’s 9200 households is -53,d76,000, inclﬁding ‘costof the
expanded HFC coax infrastructure. and electronics at the fiber nodes, along coaxial cable
runs, and at the headend. Another $287,000 in infrastructure expansion would be incurred
over time to accommodate anticirated growth to 13,600 during the subsequent ten-vear
period, yielding a total investment or 53,363,000.5

High speed Internet access would te provided in conjunction with the HFC network for an
inital investment of cly SPL.0TT asscciated with headend electronics. This investment
would increase to approximateis 3223,000 after ten vears. The business case presumes that
a partnership agreement would ts entsred inftc in conjunction with an ISP. The ISP
partner would be responsibie for supplving cable modems to its Internet subscripers and
for managing day-to-day Internet service operations. Internet subscribers would be
charged $30 per month for cable medem servics; and TDPUD and the ISP partner would
share revenues on a 30/30 tasis. It is anticipated that 6 percent of homes would initially
subscribe to [ntemnet service, and that subscribership would increase to 23 percent over a
pericd of ten years.

CATV service would iniially ce made available to virtually 21l homes in the TDPUD

serving area and nearby communites. The business case presumes that approximately 24
percent of the homes passed wouid subscribe to services offered bv the TDPUD at the

* The proposed agreement represents a significant accommodation of the carrier, with lease rates of
S+ per fiber-mile per month - a5 contasted to minimum comumercial rates of SL0 per fiber mile per
month (2.g., Longmont, Colorade). Merzover, and the carrier would avoid annual attachment fees at

<
recently ingoduced higher rates for telecom attachments (a factor of thras or more compared to

historic fees).

> Growth is through infill of existng neighborhoods, such as Tahoe Donner, and through new
developments. Both aspects of grosth are considered in the business analysis.

9



outset. After 10 years it is anticipated that subscribership would increase to approximately
50 percent of homes passed, leveling off after that time. Additonal investment for
accessing individual residences (drops and set-top boxes) would be approximately
S327,000. Incremental investment to develop the CATV market through the tenth year
weuld be 52,294,000, accommodating increasing subscribership in existing serving areas,
additon of fiber infrastructure as new roads are constructed, and additon of new fiber
nodes and coax facilities to accommodate growth in the number of residences.

The total investment for a fully integrated telecommunications network after ten years
would be $8,263,000, of which the community-wide broadband Internet and CATV
nesmeark wonld acoount for 5,887,000 The s~t=7 1noitnl inasiment per CATV subscriber is

z-- . - -

estimated to be aoprommately $1,000 —in addmon to the core TDPUD SCADA network.

TELEPHONY

Cable telephony could also be provided in conjunction with the HFC nefwerk. As czble

telephony requires high incremental investment (specifically, a digital switch) and entails
substantial operational complexitv (e.g., Emergency 911 sarvices), a venfurz into cable
telephony would advisedly be done in parmership with a Commercial Lecal Exchange
Carrier (CLEC). Analysis indicates that offering telephone service at this ime — in
competition with the local exchange carrier was not advisable. However, the technoicgy
for non-traditional telephone service cfferinzs is changing rapidly, and telecnony via the

temet (Telephone over Internet Protocol) is becor’minc increasingly atizactva Teiephone
over [P is presumed to be widely available within a period of saveral vears; however, no
revznues and investment are embedded in the existing Internet servics.

CAPACITY MANAGEMENT

Fiber requirements can vary significantly, depending on the number of CATY sarvice
providers within the community and the number of fibers required per CATY nece ( -8
four versus six fibers). Consideration was given to the case of one CATV provider versus
two CATV providers, with each requiring from four to six fibers per fier noa. The range
of incremental costs to cover the maximum requirement (two CATV providers to the
minimum requirement (one CATV provider with four fibers per neds) is azproximataly
$120,000. The difference in cost corresponds to approximately five percent c: - overzil rrC
program costs. Installaton of fiber to accommodate the maximum razuirzment s
appropriate as a form of insurance that guarantees accommodation of several service
providers. The additional fiber is provides a contingency in the event ot unantcipated

network demand and unanticipated future requirements.
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5.0

FINANCIAL ANALYSIS

[ncome Statements, Balance Sheets and Cash Flows for a 13-year period, comumencing in
2000 (corresponding to the initial program vsar) are provided in Exhibits 2 through 4
Assumptions and guidelines underlying this azalvsis are includes in A ppendix 1.

Y

\v4

\Y

A\

Total annual revenues increase from S1.3 =illion in Year 1 to $4.8 million annually in

Year 15. Operating expenses increase frem S1.1 million to S2.3 million during the

corresponding period. Operating margics, the difference between Revenues and
Operating expensas are positive throughcut the period, increasing from 5236,000 to

$2.4 million during this ime span.

Net Income, including loan origination fees and intérest payments, is negative for the
initial two-year period, but turns positive I the third year and contnues to increass
over the 15-year horizon. Earmings excesd 31 million by the eighth year, $1.5 million in
the 11 year, and more than $2 million in tha 13% vear.

Capital expenditures are 53.6 million at the inception of service and $300, 000 during the
first year. Annual capital expenditurss cf from $200,000 to $400,000 are incurred

u....

annually on a going forward basis to accomzodatz network growth.

The capital consiTuction gz~ Tam is to ke f-:.:nc=a through issuance of a C rtificate of
Participation (COP) for 36 zudlion, pavable = full after 13 vears, with interest-only due
during the first two years. The interest-onlv feature is to alleviate cash flow pressures
during the startup period. Issuance fees fcr the COP are approximately $250,000; and
the equivalent of a reserve fund, corres='?on-iinc' to one year's payment is to be held in
----- ar durzton of the COF. [nizrest sarmed on the escrow account would
be available as an offse': to annual interest duz on the COP.

In addition to COP financing, dedicated SC2D A electronic systems are to be financed
separately through the TDFUD’s capital fund, independent other telecommunicaton

initdatves.

Telecommunicatons Assets and Liabilides are smown in Exhibit 3.

~,
~

Assets comprise plant at costs less a reserve for depraciation, and a cash reserve, which
for purposes cf tracking benefits derived from telecommunications operadons, is

allowed to accrue throughout the pericd. 5 ssets increase from S6.5 million in Year 1

5 In practice, these funds would be released for use by the TDPUD to offset costs associated with
electric and water utility operations.
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to $17.7 million in Year 15, by which time a cash reserve of 515.7 million has besen

accumulated.

> TDPUD's equity increases from 5330,000 in Year 1 to over $17 million by Year 15.

Cash flows are provided in Exhibit 3.

» TDPUD's cash posion is positive throughout the 13-vear period taking into
consideration non-cash expenses (deprec:lauon ) and earnings from operations.

» Annual cash flow is negative only during the second vear but is covered through
funds available through issuance of the COP in the prior year.

> Engines for earnings growth are Internet service, whlch affords substantial margins
under the prescribed partnership #rrangement with an ISP, and CATYV service, which

affords substantial return on investment.
6.0 CONCLUSIONS AND RECOMMENDATIONS

There are stong incentives- for the TDPUD to assume a proactive role in
telecommunications, as a service provider, facilitator, coordinator, and partner with an
Intermet ser=we ~-~vider.  The business case demonsirates that the integrated
telecommunications plan affords an attractive business opportunity for the TDPUD under

the prescribed scenario, to:

> Crezte a viacie telecommunicatons nefwork that is capable of generating substantial
revenues that make the system self sustaining.

Make a significant contibution towards defraving the costs of elecimic and water

A\

operatiorns.

In addition to serving its internal and PEG telecommunications requirements, TDPUD
telecommunicaticns initiatives should focus on high-speed Internet and CATV services.
Business servicss should be provided as an extension of core network to further economic
development in the Donner Pass Road corridor. TDPUD should not provide traditional
telephone service at this time, but may enter this market as an extension of Internet servica

ety §

(e.g., second-line or teen-line service) as the technology matures.

The financial analysis indicates that the prospects for TDPUD's success in the Internet and
CATV markets are high. Substantal €arnings are realized, even with reiatively
conservatve esdmates of market share. Significant economies are realized as a result of
TDPUD's ongoing utility operations, which are reflected in the financial analvsis.



The [evel of resources required to effectively run the business fit well within the sizs and
scope of the District’s current operations. Staffing requirerments are modest; the fiber
cacktone investment dovetails with requirements for an expanced SCADA svstem, and
cash flows remain positive throughout the 15-vear study pericd.

Priority should be given to establish the fiber backbone routs and HFEC platform to
maximize the opportunity within the level of resourcas available thr rough the COP.

The intagrated telecommunications plan leverages the resourcas of the TDPUD and is an
effecive means of accelerating the introduction of advanced technology to the Truckee
arsaz, which could otherwise languish if left to the devices of existing telecommunications

carriers.

> Thesa carriers either view Truckee as a low-priority market, by virtue of the limited size
of the opportunity relative to larger communities, or lack the financial sisehgth, stzying

power, or commitment to service of the TDPUD.

v

The TDPUD initiatve would enabie the Trickee zrea to comar! its destny in furthering
technology-dependzrt trernds such as telecommu Zng, which have significant economic

S PSS AN

development ramificaions for this rasort arza.

Tnere is a natural fit between the TDPUD's operztion and administration system that

>
would achieve significant cost savings relative to a telecommunicatons start-up. Tnese
eflizlencies arzreilzcied in annual expenses in Exhibit 2.

> e earnings siream from CATV and Internet operations wou!c te recycled within the

Tn

Truckee area in the form of capital improvements and lower utiity bills.
Findings and recommendations are supportsd in the body of the recor: and in the
accompanying detailed network mode! and financial analvsis. The dymamic model
ceveloped by Navigant Consulting, for Disticts and municipal owned utilifes has
addressed related what if quesdons and explored the impact of changss to spedcific
guidelines and assumptons. Tris model has also been emploved to explore a range of
sategies and scenarios in-depth, in the process of establishing the paszline scenario for in-

cepth analysis.

7.0 NEXT STEPS

A network implementation plan that incorporates netwerk design ‘engineering,
rocurament, construction, and operations are recommended as 2 “2Vawv-on to the business
zse analysis. This would entail:

e

m

13
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Y

Y

Y

A%

Preparation of cetailed network layouts and infrastructure designs for accommodation
of near term and long term service require—ents.

Estal.vli.shme.fxt ct backbone route segmer: fiber counts to accomumodate two CATV
service providers.”

Provisions for interconnection with outsicz service providers for high-speed Intemnet
and network access sarvices.

Preparing network specifications suitable fc: obtaining quotes and bids.

Provisions to secure construction program Znancing through a 56,000,000 Certificate of
Participation (or similar vehicle) with 2 13-year term and provision for interest-only
payment for the first two years. N
;:L/v‘..J;\..‘.-_? A b‘:-&\_as‘émg. 'VQUU/OOO in T_ e Capiﬁé‘.; C.‘ir‘!::ndiulres fbr dedicated
SCADA eleconics (outside of the framswork of the overall telecommunicatons
project).

Reaffirmation cf the interest and degres cf commitment to the telecommunicadons
project on the part of municipal and counzr governments, educational institutions, the
hospital, and other PEG inszrudens. TDPUD would need te: '

» Assess the wilingness of PEG entiges i3 contzibute capital costs and share annual
expernses. '

Cm b T e, ' . o

e Establish PEG-related budgets and prizfites for network deployment in view of

responses reczived. Develop budgs: :siimates for network procurement and
installation actvities accordingiy.

e Estzblich constucton cost rebate and 2 scaticn machanisms for funding TDPUD's
share of consTuczon costs.

Prepare standarcized confracts and serice agreements with telecommunications

service provide:s.

Enter into negotiatons with prospective par=ers for provisicn of [SP servicas.

Continue to explors cpportunites for lezse “or sale) of dark fiber.

7 The incremental cost for a second CATV provider s 3120,0G0.

1
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TOPUD Telecommunicauons Business Gase

Exhibit 8 - Annual Capital Expenditures
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EXHIBIT 3

Telecommunications Business Plan for the Truckee-Donner Public
Utility District Addenda, prepared by Navigant Consulting, Inc. (Feb. 2000)
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